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Art Unit: 2164 

DETAILED ACTION 
Claim Rejections - 35 USC § 102 

1. The following is a quotation of the appropriate paragraphs of 35 U.S.C. 102 that form the 
basis for the rejections under this section made in this Office action: 

A person shall be entitled to a patent unless — 

(e) the invention was described in a patent granted on an application for patent by another filed in the United 
States before the invention thereof by the applicant for patent, or on an international application by another who 
has fulfilled the requirements of paragraphs (1), (2), and (4) of section 371© of this title before the invention 
thereof by the applicant for patent. 

2. Claims 1-7, 31, 36, 74, 93 and 96 are rejected under 35 U.S.C. 102(e) as being anticipated 
by Nancy R. Little, What you need to know about financing with synthetic leases. Practical Real 
Estate Lawyer, vol. 5, No. 2, pages 35-46, March 1999 (hereafter Little ). 

Claim 1 : Little discloses a method, comprising the steps of: 

leasing a space from a landlord to a tenant under a space lease (page 1, lines 28-33); 

leasing improvements to the space from a special purpose entity to the tenant under an 
improvements lease distinct from the space lease, the special purpose entity being a legal entity 
owned under tax accounting rules by a landlord of the space, the special purpose entity owning 
the improvements lease (page 6, Hues 21-34); 

development of the tenant improvement being financed by the special purpose entity, the 
special purpose entity being capitalized by: 
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(a) an equity investment by the landlord of at least three percent of the value of the 
tenant improvements (page 4, lines 35-40) and 

(b) debt issued by the special purpose entity of at least about eighty percent of the 
value of the tenant improvements, the debt being non recourse against the special purpose entity, 
the landlord and the improvements and being secured by an absolute obligation of the tenant 
(page 4, lines 42-45); 

rent payments under the improvements lease having a present value at least equal to a 
value of the improvements at a time of commencement of the improvements lease (page 2, lines 1- 
6 and 35-40); 

the improvements lease being structured together with the space lease to support an 
accounting conclusion that the space lease and improvements lease are to be considered together 
as a single lease and classified as an operating lease, financial statements of the special purpose 
entity being consolidated with financial statements of the landlord, rent payments under the 
improvements lease being fully tax deductible to the tenant (page 1, lines 34-51). 

Claim 2: Little discloses a method comprising the steps of: 

leasing a space from a landlord to a tenant under a space lease (page 1, lines 28-33); 

leasing improvements to the space to the tenant under an improvements lease distinct 
from the space lease, the improvements lease being structured together with the space lease to 
support an accounting conclusion that the space lease and improvements lease are to be 
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considered together as a single lease and classified as an operating lease, or "the transaction can 
be construed as a lease" (page 1, lines 42-47 and page 7, lines 33-34). 

Claim 3: Little discloses the method of claim 2, wherein the improvements are leased 
from a special purpose entity, the landlord of the space being the owner of, or lessor of the tenant 
improvements to, the special purpose entity under tax accounting, financial statements of the 
special purpose entity being consolidated with financial statements of the landlord (page 6, lines 
21-34). 

Claim 4: Little discloses the method of claim 3. wherein rent payments under the 
improvements lease are fiilly tax deductible to the tenant (page 1, lines 42-46). 

Claim 5: Little discloses the method of claim 3, wherein the improvements being 
financed by debt issued by the special purpose entity, the debt being non-recourse against the 
special purpose entity, the landlord and the improvements (page 6, lines 21-31). 

Claim 6: Little discloses the method of claim 5, wherein the debt is secured by a rent 
obligation of the tenant under a lease of the improvements (page 1, lines 30-33). 

Claim 7: Little discloses the method of claim 3, wherein the special purpose entity is 
capitahzed by participation comprising: 

(a) an equity investment by the landlord of at least three percent of the value of the 
improvements (page 6, lines 13-16) and 

(b) debt issued by the special purpose entity for at east about eighty percent of the 
value of the improvements (page 4, lines 42-45). 



< 
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Claim 3 1 : Little discloses a method, comprising the steps of: 
leasing a space to a tenant (Page 1, lines 28-33); and 

leasing improvements (buid-to-suit, page 1, line 32) to the space from a special purpose 
entity (page 6, lines 10-34) to the tenant, a landlord of the space being the owner of, or lessor of 
the tenant improvements to, the special purpose entity under tax accounting rules (page 1, lines 
34-35), financial statements of the special purpose entity being consolidated with financial 
statements of the landlord (page 1, lines 28-30), rent payments under the improvements lease 
being fiiUy tax deductible to the tenant (page 2, lines 7-10). 

Claim 36: Little discloses the method of claim 3 1 . Little also disclose wherein the 
step of capitalizing the special purpose entity by participations comprising (a) an equity 
investment by the landlord of at least three percent of the value of the tenant improvements and 
(b) debt issued by the special purpose entity for at least about eighty percent of the value of the 
tenant improvements, as was discussed in claim 7 above. 

Claim 74: Little discloses a method, comprising the steps of leasing tenant 
improvements within a space from a special purpose entity to a tenant, the special purpose entity 
being a legal entity owned by a landlord of the space, the special purpose entity being capitalized 
by participation comprising (a) an equity investment by the landlord of at least three percent of the 
a value of the tenant improvements and (b) debt issued by the special purpose entity for at least 
about eighty percent of the value of the tenant improvements, as discussed above in claims 1, 2 
and 7. 
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Claim 93: Little discloses a method, comprising the steps of leasing an interest in a 
space from a special purpose entity to a tenant (page 6, lines 5-34), the special purpose entity 
being a legal entity owned ed by a landlord of the building including the space, the building being 
divided for lease to multiple tenants, at least about 80% of the capitalization of the special 
purpose entity being a loan to the special purpose entity secured by an absolute obligation of the 
tenant (page 4, lines 42-45). 

Claim 96: Little discloses the method of claim 93. Little also discloses wherein at 
least 3 % of capitalization for the special purpose entity is a loan participation by the landlord 
(page 4, lines 21-40) 



Claim Rejections - 35 USC §103 



3. The following is a quotation of 35 U.S.C. 103(a) which forms the basis for all obviousness 
rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set forth in 
section 1 02 of this title, if the differences between the subject matter sought to be patented and the prior art are 
such that the subject matter as a whole would have been obvious at the time the invention was made to a person 
having ordinary skill in the art to which said subject matter pertains. Patentability shall not be negatived by the 
manner in which the invention was made. 



4. Claims 13-27, 32-35, 40-52, 56-66, 68-73, 94, 95, 97-101 are rejected under 35 
U.S.C. 102(e) as being anticipated by Nancy R. Little, What you need to know about financing 
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with synthetic leases. Practical Real Estate Lawyer, vol. 5, No. 2, pages 35-46, March 1999 
(hereafter Little). 

Claim 13: Little discloses the method of claim 3. However, Little does not explicitly 
disclose wherein the improvements have been constructed and are owned by the landlord, the 
tenant or jointly by landlord and tenant, and further comprising the step of conveying or leasing 
the improvements to the special purpose entity before or concurrently with entry into the 
improvements lease. Official notice is taken that these steps are old and well known within the 
lease art. Therefore, it would have been obvious to one having ordinary skill in the art at the time 
the invention was made to use such steps. One would have been motivated to use such as a step in 
order to minimize the risk of the business. 

Claim 14: Little discloses the method of claim 3. However, Little does not expUcitly 
disclose wherein equity and/or debt investments by the landlord in a plurality of special purpose 
entities owned by the landlord, each special purpose entity owning improvements for lease to a 
corresponding tenant, are cross-collateralized. Official notice is taken that these steps are old and 
well knovm within the lease art. Therefore, it would have been obvious to one having ordinary 
skill in the art at the time the invention was made to use such steps. One would have been 
motivated to use such as a step in order to minimize the risk of the business. 

Claim 1 5 : Little discloses the method of claim 3 . However, Little does not expUcitly 
disclose wherein equity and/or debt investments by the landlord in a plurality of special purpose 
entities owned by the landlord, each special purpose entity owning improvements for lease to a 
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corresponding tenant, are not cross-collateralized. Official notice is taken that this step is are old 
and well known within the lease art. Therefore, it would have been obvious to one having 
ordinary skill in the art at the time the invention was made to use such as a step. One would have 
been motivated to use such as a step in order to minimize the risk of the business. 

Claim 16: Little discloses the method of claim 3. However, Little does not explicitly 
disclose wherein the improvements being financed by debt issued by the special purpose entity, 
the debt being secured at least in part by alien on the improvements. Official notice is taken that 
this step is old and well known within the lease art. Therefore, it would have been obvious to 
one having ordinary skill in the art at the time the invention was made to use such as a steps. One 
would have been motivated to use such as a step in order to minimize the risk of the business. 

Claim 17: Little discloses the method of claim 3. However, Little does not explicitly 
disclose wherein the improvements being financed by debt issued by tile special purpose entity, 
the debt not being secured by a lien on the improvements. Official notice is taken that this step is 
old and well known within the lease art. Therefore, it would have been obvious to one having 
ordinary skill in the art at the time the invention was made to use such as a steps. One would 
have been motivated to use such as a step in order to minimize the risk of the business. 

Claim 18: Little discloses the method of claim 2. However, Little does not expUcitly 
disclose wherein the special purpose entity is a limited liabiUty company, grantor trust, business 
trust, corporation, limited partnership, or other business association. Official notice is taken that 
this step is old and well known within the lease art. Therefore, it would have been obvious to 



# 
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one having ordinary skill in the art at the time the invention was made to use such as a steps. One 
would have been motivated to use such as a step in order to minimize the risk of the business. 

Claim 19: Little discloses the method of claim 2. However, Little does not explicitly 
disclose wherein the special purpose entity has no ovmership interest in any real property that 
includes the space. Official notice is taken that this step is old and well known within the lease 
art. Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a steps. One would have been motivated to use such as a step 
in order to minimize the risk of the business. 

Claim 20: Little discloses the method of claim 2. However, Little does not explicitly 
disclose wherein rent payments under the improvements lease have a present value at least equal 
to a value of tile improvements at a time a of commencement of the improvements lease. 
Official notice is taken that this step is old and well known within the lease art. Therefore, it 
would have been obvious to one having ordinary skill in the art at the time the invention was made 
to use such as a steps. One would have been motivated to use such as a step in order to minimize 
the risk of the business. 

Claim 21 : Little discloses the method of claim 2. However, Little does not explicitly 
disclose wherein the improvements being off-balance-sheet for the tenant, financing for the 
improvements being related to the cost of funds of the tenant. Official notice is taken that this step 
is old and well known within the lease art. Therefore, it would have been obvious to one having 
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ordinary skill in the art at the time the invention was made to use such as a steps. One would 
have been motivated to use such as a step in order to minimize the risk of the business. 

Claim 22: Little discloses the method of claim 2. However, Little does not explicitly 
disclose wherein financing forth a improvements is provided by an entity other than the tenant. 
Official notice is taken that this step is old and well known within the lease art. Therefore, it 
would have been obvious to one having ordinary skill in the art at the time the invention was made 
to use such as a steps. One would have been motivated to use such as a step in order to minimize 
the risk of the business. 

Claim 23: Little discloses the method of claim 2. However, Little does not explicitly 
disclose the step of entry by the tenant into an obligation to construct the improvements and to 
assume costs associated with the construction. Official notice is taken that this step is old and well 
known within the lease art. Therefore, it would have been obvious to one having ordinary skill in 
the art at the time the invention was made to use such as a steps. One would have been motivated 
to use such as a step in order to minimize the risk of the business. 

Claim 24: Little discloses the method of claim 2. However, Little does not explicitly 
disclose wherein rent payments under he improvements lease are secured, in fiiU or in part, by a 
personal or corporate guaranty or by a letter of credit of the tenant. Official notice is taken that 
this step is old and well known within the lease art. Therefore, it would have been obvious to 
one having ordinary skill in the art at the time the invention was made to use such as a steps. One 
would have been mofivated to use such as a step in order to minimize the risk of the business. 
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Claim 25: Little discloses the method of claim 2. However, Little does not expUcitly 
disclose wherein the tenant is the only tenant in a building in which the space is located. Official 
notice is taken that this step is old and well known within the lease art. Therefore, it would have 
been obvious to one having ordinary skill in the art at the time the invention was made to use such 
as a steps. One would have been motivated to use such as a step in order to minimize the risk of 
the business. 

Claim 26: Little discloses the method of claim 2. However, Little does not explicitly 
disclose wherein the space is one of a plurality of spaces of a building divided for lease to a 
plurality of tenants, and the tenant is one of the plurality of tenants. Official notice is taken that 
this step is old and well known within the lease art. Therefore, it would have been obvious to 
one having ordinary skill in the art at the time the invention was made to use such as a steps. One 
would have been motivated to use such as a step in order to minimize the risk of the business. 

Claim 27: Little discloses the method of claim 2. However, Little does not explicitly 
disclose wherein upon an event of default under the improvements lease, the tenant is obligated to 
purchase the improvements from the special purpose entity for a stipulated amount. Official notice 
is taken that this step is old and well known within the lease art. Therefore, it would have been 
obvious to one having ordinary skill in the art at the time the invention was made to use such as a 
step. One would have been motivated to use such as a step in order to minimize the risk of the 
business. 
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Claim 32: Little discloses the method of claim 31 . However, Little does not explicitly 
disclose wherein the improvements are financed by debt issued by the special purpose entity, the 
debt being non-recourse against the special purpose entity, the landlord and the improvements. 
Official notice is taken that this step is old and well known within the lease art. Therefore, it 
would have been obvious to one having ordinary skill in the art at the time the invention was made 
to use such as a step. One would have been motivated to use such as a step in order to protect 
the special purpose entity. 

Claim 33: Little discloses the method of claim 32. However, Little does not exphcitly 
disclose wherein the debt is secured by a rent obligation of the tenant under a lease of the 
improvements. Official notice is taken that this step is old and well known within the lease art. 
Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to protect the special purpose entity. 

Claim 34: Little discloses the method of claim 31 . However, Little does not explicitly 
disclose wherein the rent payments under the improvements lease have a present value at least 
equal to a value of the improvements at a time of commencement of the improvements lease. 
Official notice is taken that this step is old and well known within the lease art. Therefore, it 
would have been obvious to one having ordinary skill in the art at the time the invention was made 
to use such as a step. One would have been motivated to use such as a step in order to protect 
the special purpose entity. 
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Claim 35: Little discloses the method of claim 3 1 . However, Little does not explicitly 
disclose wherein the improvements lease is structured together with the space lease to support an 
accounting conclusion that the two leases are to be considered together as a single lease, classified 
as an operating lease. Official notice is taken that this step is old and well known within the lease 
art. Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to protect the special purpose entity. 

Claim 40: Little discloses the method of claim 3 1 . However, Little does not explicitly 
disclose wherein a building in which the space is located is encumbered by a mortgage; and 

the step of entry by the lender to the special purpose entity and a mortgagee of the 
mortgage into an inter-creditor agreement, each waiving any interest in the other's collateral. 
Official notice is taken that these steps are old and well known within the lease art. Therefore, it 
would have been obvious to one having ordinary skill in the art at the time the invention was made 
to use such steps. One would have been motivated to use such steps in order to minimize the 
risk of the special purpose entity. 

Claim 41 : Little discloses the method of claim 3 1 . However, Little does not explicitly 
disclose wherein the improvements have been constructed and are owned by the landlord, the 
tenant or jointly by landlord and tenant; and comprising the step of conveying or leasing the 
improvements to the special purpose entity before or concurrently with entry into the 
improvements lease. Official notice is taken that these steps are old and well known within the 
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lease art. Therefore, it would have been obvious to one having ordinary skill in the art at the time 
the invention was made to use such steps. One would have been motivated to use such steps in 
order to minimize the risk of the special purpose entity. 

Claim 42: Little discloses the method of claim 3 1 . However, Little does not 
explicitly disclose wherein equity and/or debt investments by the landlord in a plurality of special 
purpose entities owned by the landlord, each special purpose entity owning improvements for 
lease to a corresponding tenant, are cross -collateralized. Official notice is taken that these steps 
are old and well known within the lease art. Therefore, it would have been obvious to one 
having ordinary skill in the art at the time the invention was made to use such as steps. One 
would have been motivated to use such as steps in order to minimize the risk of the special 
purpose entity. 

Claim 43 : Little discloses the method of claim 3 1 . However, Little does not 
explicitly disclose wherein equity and/or debt investments by the landlord in a plurality of special 
purpose entities owned by the landlord, each special purpose entity, owning improvements for 
lease to a corresponding tenant, are not cross-coUateralized. Official notice is taken that these 
steps are old and well known within the lease art. Therefore, it would have been obvious to one 
having ordinary skill in the art at the time the invention was made to use such as steps. One 
would have been motivated to use such as steps in order to minimize the risk of the special 
purpose entity. 
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Claim 44: Little discloses the method of claim 3 1 . However, Little does not 
explicitly disclose wherein the special purpose entity is a limited liability company, grantor trust, 
business trust, corporation, limited partnership, or other business association. Official notice is 
taken that these steps are old and well known within the lease art. Therefore, it would have been 
obvious to one having ordinary skill in the art at the time the invention was made to use such as 
steps. One would have been motivated to use such as steps in order to minimize the risk of the 
special purpose entity. 

Claim 45 : Little discloses the method of claim 3 1 . However, Little does not 
explicitly disclose wherein the special purpose entity has no ownership interest in any real 
property that includes the space. Official notice is taken that these steps are old and well known 
within the lease art. Therefore, it would have been obvious to one having ordinary skill in the art 
at the time the invention was made to use such as steps. One would have been motivated to use 
such as steps in order to minimize the risk of the special purpose entity. 

Claim 46: Little discloses the method of claim 3 1 . However, Little does not 
explicitly disclose wherein the improvements being off-balance-sheet for the tenant, financing for 
the improvements being related to the cost of fiinds of the tenant. Official notice is taken that this 
step is old and well known within the lease art. Therefore, it would have been obvious to one 
having ordinary skill in the art at the time the invention was made to use such as a step. One 
would have been motivated to use such as a step in order to minimize the risk of the special 
purpose entity. 
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Claim 47: Little discloses the method of claim 3 1 . However, Little does not 
explicitly disclose wherein financing for the improvements is provided by an entity other than the 
tenant. Official notice is taken that this step is old and well known within the lease art. 
Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to minimize the risk of the special purpose entity. 

Claim 48: Little discloses the method of claim 3 1 . However, Little does not 
explicitly disclose wherein the step of entry by the tenant into an obligation to construct the 
improvements and to assure a costs associated with the construction. Official notice is taken that 
this step is old and well known within the lease art. Therefore, it would have been obvious to 
one having ordinary skill in the art at the time the invention was made to use such as a step. One 
would have been motivated to use such as a step in order to minimize the risk of the special 
purpose entity. 

Claim 49: Little discloses the method of claim 3 1 . However, Little does not 
explicitly disclose wherein rent payments under the improvements lease are secured, in fiill or in 
part, by a personal or corporate guaranty or by a letter of credit of the tenant. Official notice is 
taken that this step is old and well known within the lease art. Therefore, it would have been 
obvious to one having ordinary skill in the art at the time the invention was made to use such as a 
step. One would have been motivated to use such as a step in order to minimize the risk of the 
special purpose entity. 
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Claim 50: Little discloses the method of claim 3 1 . However, Little does not 
explicitly disclose wherein the tenant is the only tenant in a building in which the space is located. 
Official notice is taken that this step is old and well known within the lease art. Therefore, it 
would have been obvious to one having ordinary skill in the art at the time the invention was made 
to use such as a step. One would have been motivated to use such as a step in order to minimize 
the risk of the special purpose entity. 

Claim 5 1 : Little discloses the method of claim 3 1 . However, Little does not 
explicitly disclose wherein the space is one of a plurality of spaces of a building divided for lease 
to a plurality of tenants and the tenant is one of the plurality of tenants. Official notice is taken 
that this step is old and well known within the lease art. Therefore, it would have been obvious 
to one having ordinary skill in the art at the time the invention was made to use such as a step. 
One would have been motivated to use such as a step in order to minimize the risk of the special 
purpose entity. 

Claim 52: Little discloses the method of claim 3 1 . However, Little does not 
explicitly disclose wherein upon an event of default under the improvements lease, the tenant is 
obligated to purchase the improvements from the special purpose entity for a stipulated amount. 
Official notice is taken that this step is old and well known within the lease art. Therefore, it 
would have been obvious to one having ordinary skill in the art at the time the invention was made 
to use such as a step. One would have been motivated to use such as a step in order to minimize 
the risk of the special purpose entity. 
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Claim 56: Little discloses a method, comprising the steps of leasing an interest in real 
estate from a special purpose entity to a tenant, the special purpose entity being a legal entity 
owned by a landlord of the real estate that includes the leased interest. (Page 1, lines 26-52 and 
page 6, lines 5-36). 

However, Little does not explicitly disclose wherein the special purpose entity owning the 
lease of the leased interest, development of an asset underlying the leased interest being financed 
by debt issued by the special purpose entity, the debt being non-recourse against the special 
purpose entity, the landlord and the asset. Official notice is taken that these steps are old and 
well known within the lease art. Therefore, it would have been obvious to one having ordinary 
skill in the art at the time the invention was made to use such as steps. One would have been 
motivated to use such as steps in order to minimize the risk of the special purpose entity. 

Claim 57: Little discloses the method of claim 56. However, Little does not 
explicitly disclose wherein the interest leased is an interest in improvements to a shorter-lived 
asset and fiirther comprising the step of leasing a longer-lived asset to the tenant, rent payments 
under the lease of the shorter lived asset having a present value at least equal to a cost of the 
shorter-lived asset at a time of commencement of the lease of the shorter-lived asset; and the lease 
to the shorter-lived asset being structured together with the lease to the longer-lived asset to 
support an accounting conclusion that the two leases are to be considered together as a single 
lease and classified as ail operating lease. Official notice is taken that these steps are old and well 
known within the lease art. Therefore, it would have been obvious to one having ordinary skill in 
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the art at the time the invention was made to use such as steps. One would have been motivated 
to use such as steps in order to minimize the risk of the special purpose entity. 

Claim 58: Little discloses the method of claim 56. Little also discloses wherein 
leasing tenant improvements within a space from a special purpose entity to a tenant, the special 
purpose entity being a legal entity owned, or leased the tenant improvements, by a landlord of the 
space, the special purpose entity being capitaHzed by participations comprising: 

(a) an equity investment by the landlord of at least three percent of the value of the 
tenant improvements and 

(b) debt issued by the special purpose entity for at least about eighty percent of the 
value of the tenant improvements; as discussed above in claim 7. 

Claim 59: Little discloses the method of claim 56. However, Little does not 
explicitly disclose wherein the debt is secured by a triple-net absolute rent obligation of the tenant 
under a lease of the improvements. Official notice is taken that this step is old and well known 
within the lease art. Therefore, it would have been obvious to one having ordinary skill in the art 
at the time the invention was made to use such as a step. One would have been motivated to use 
such as a step in order to minimize the risk of the special purpose entity. 

Claim 60: Little discloses a method, comprising the steps of leasing a longer-lived asset 
and a shorter-lived asset to a lessee under two separate leases, rent payments under the lease of 
the shorter-lived asset, and the lease to the shorter-lived asset being structured together with the 
lease to the longer lived asset to support an accounting conclusion that the two leases are to be 
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considered together as a single lease, classified as an operating lease, as discussed above in claims 
1,2, 28 and 31. 

However, Little does not explicitly disclose wherein the shorter-lived asset having a 
present value at least equal to a cost of the shorter-lived asset at the time of commencement of the 
lease of the shorter-lived asset. Official notice is taken that this step is old and well known within 
the lease art. Therefore, it would have been obvious to one having ordinary skill in the art at the 
time the invention was made to use such as a step. One would have been motivated to use such 
as a step in order to increase the system flexibility. 

Claim 61 : Little discloses a method the method of claim 60. However, Little does 
not explicitly disclose wherein the longer-lived asset is a space in a building; and the shorter-lived 
asset is tenant improvements to the space. Official notice is taken that this step is old and well 
known within the lease art. Therefore, it would have been obvious to one having ordinary skill 
in the art at the time the invention was made to use such as a step. One would have been 
motivated to use such as a step in order to increase the system flexibility. 

Claim 62: Little discloses a method the method of claim 61 . However, Little does not 
explicitly disclose wherein the improvements are owned by a special purpose entity, being a legal 
entity owned by a landlord of the space. Official notice is taken that this step is old and well 
known within the lease art. Therefore, it would have been obvious to one having ordinary skill 
in the art at the time the invention was made to use such as a step. One would have been 
motivated to use such as a step in order to increase the system flexibility. 
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Claim 63: Little discloses a method the method of claim 62. Little further comprising 
the steps of capitaUzing the special purpose entity by participation comprising (a) an equity 
investment by the landlord of at least three percent of the value of tile improvements and (b) debt 
issued by the special purpose entity for at least about eight-- percent of the value of the 
improvements, as discussed above in claim 7. Official notice is taken that these steps are old and 
well known within the lease art. Therefore, it would have been obvious to one having ordinary 
skill in the art at the time the invention was made to use such as steps. One would have been 
motivated to use such as steps in order to increase the system flexibility. 

Claim 64: Little discloses a method the method of claim 62. However, Little does 
not explicitly disclose wherein rent payments under the improvements lease are fully tax 
deductible to the lessee. Official notice is taken that this step is old and well known within the 
lease art. Therefore, it would have been obvious to one having ordinary skill in the art at the 
time the invention was made to use such as a step. One would have been motivated to use such 
as a step in order to increase the system flexibility. 

Claim 65: Little discloses a method the method of claim 62. Little also discloses 
wherein the special purpose entity is capitalized by participation comprising (a) an equity 
investment by the landlord of at least three percent of the value of the improvements and (b) debt 
issued by the special purpose entity for at least about eighty percent of the value of the 
improvements, as discussed above in claim 7. 
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Claim 66: Little discloses a method the method of claim 62. However, Little does not 
explicitly disclose wherein the building is divided for lease to multiple lessees. Official notice is 
taken that this step is old and well known within the lease art. Therefore, it would have been 
obvious to one having ordinary skill in the art at the time the invention was made to use such as a 
step. One would have been motivated to use such as a step in order to increase the system 
flexibility. 

Claim 68: Little discloses the method of claim 62. However, Little does not expUcitly 
disclose wherein the improvements have been constructed and are owned by the landlord, the 
lessee, or jointly by landlord and lessee; and further comprising the step of conveying or leasing 
the improvements to the special purpose entity before or concurrently with entry into the 
improvements lease. Official notice is taken that these steps are old and well known within the 
lease art. Therefore, it would have been obvious to one having ordinary skill in the art at the 
time the invention was made to use such as steps. One would have been motivated to use such as 
steps in order to increase the system flexibility. 

Claim 69: Little discloses the method of claim 62. However, Little does not explicitly 
disclose wherein the landlord owns a plurality of special purpose entities, each owning 
improvements for lease to a lessee. Official notice is taken that this step is old and well known 
within the lease art. Therefore, it would have been obvious to one having ordinary skill in the art 
at the time the invention was made to use such as a step. One would have been motivated to use 
such as a step in order to increase the system flexibility. 



• 



Application/Control Number: 09/6 11,548 Page 23 

Art Unit: 2164 

Claim 70: Little discloses the method of claim 62. However, Little does not explicitly 
disclose wherein the special purpose entity has no ownership interest in any real property that 
includes the space. Official notice is taken that this step is old and well known within the lease 
art. Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to increase the system flexibility. 

Claim 71 : Little discloses the method of claim 61 . However, Little does not 
explicitly disclose wherein the improvements being off-balance-sheet for the lessee, financing for 
the improvements being related to the cost of funds of the lessee. Official notice is taken that this 
step is old and well known within the lease art. Therefore, it would have been obvious to one 
having ordinary skill in the art at the time the invention was made to use such as a step. One 
would have been motivated to use such as a step in order to increase the system flexibility. 

Claim 72: Little discloses the method of claim 61 . However, Little does not 
explicitly disclose the step of entry by the lessee into an obligation to construct the improvements 
and to assume costs associated with the construction. Official notice is taken that this step is old 
and well known within the lease art. Therefore, it would have been obvious to one having 
ordinary skill in the art at the time the invention was made to use such as a step. One would have 
been motivated to use such as a step in order to increase the system flexibility. 

Claim 73 : Little discloses the method of claim 6 1 . However, Little does not 
explicitly disclose wherein upon an event of default under the improvements lease, the lessee is 
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obligated to purchase the improvements from the special purpose entity for a stipulated amount. 
Official notice is taken that this step is old and well known within the lease art. Therefore, it 
would have been obvious to one having ordinary skill in the art at the time the invention was made 
to use such as a step. One would have been motivated to use such as a step in order to increase 
the system flexibility. 

Claim 94: Little discloses the method of claim 93. However, Little does not explicitly 
disclose wherein the interest is a possessory interest in improvements to the space, the space being 
leased to the tenant under a separate lease, rent payments under the improvements lease having a 
present value at least equal to a cost of the improvements at a time of conmiencement of the 
improvements lease. Official notice is taken that this step is old and well known within the lease 
art. Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to increase the system flexibility. 

Claim 95 : Little discloses the method of claim 93 . However, Little does not 
explicitly disclose the step of structuring the improvements lease together with the space lease to 
support an accounting conclusion that the two leases are to be considered together as a single 
lease, classified as an operating lease. Official notice is taken that this step is old and well known 
within the lease art. Therefore, it would have been obvious to one having ordinary skill in the art 
at the time the invention was made to use such as a step. One would have been motivated to use 
such as a step in order to increase the system flexibility. 
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Claim 97: Little discloses the method of claim 93. However, Little does not explicitly 
disclose wherein at least 10% of capitalization for the special purpose entity is contributed by the 
landlord. Official notice is taken that this step is old and well known within the lease art. 
Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to increase the system flexibility. 

Claim 98: Little discloses the method of claim 93. However, Little does not explicitly 
disclose wherein a majority of the loan to the special purpose entity is supplied by a party other 
than the landlord, and the landlord owns a participation in the loan made to the special purpose 
entity. Official notice is taken that this step is old and well known within the lease art. 
Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to increase the system flexibility. 

Claim 99: Little discloses the method of claim 93. However, Little does not explicitly 
disclose wherein the improvements are financed by debt issued by the special purpose entity, the 
debt not being secured by a lien on the improvements. Official notice is taken that this step is old 
and well known within the lease art. Therefore, it would have been obvious to one having 
ordinary skill in the art at the time the invention was made to use such as a step. One would have 
been motivated to use such as a step in order to increase the system flexibility. 
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Claim 100: Little discloses the method of claim 93. However, Little does not explicitly 
disclose wherein the special purpose entity is a limited liability company, grantor trust, business 
trust, corporation, limited partnership, or other business. Official notice is taken that this step is 
old and well known within the lease art. Therefore, it would have been obvious to one having 
ordinary skill in the art at the time the invention was made to use such as a step. One would have 
been motivated to use such as a step in order to increase the system flexibility, 
association. 

Claim 101: Little discloses the method of claim 93. However, Little does not explicitly 
disclose wherein financing for the improvements is provided by an entity other than the tenant. 
Official notice is taken that this step is old and well known within the lease art. Therefore, it 
would have been obvious to one having ordinary skill in the art at the time the invention was made 
to use such as a step. One would have been motivated to use such as a step in order to increase 
the system flexibility. 

6. Claims 8-12, 37-39, 67, and 75-92 are rejected under 35 U.S.C. 103(a) as being 
unpatentable over Nancy R. Little, What you need to know about financing with synthetic leases ^ 
Practical Real Estate Lawyer, vol. 5, No. 2, pages 35-46, March 1999 (hereafter Little ), in view 
of F.W. Galaty et al., Modern Real Estate Practice, Real Estate Education Co., 15th. Ed., 1999, 
Ch. 16 (hereafter Galaty). 
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Claims 8: Little discloses the method of claim 3, wherein at least about 80% of the 
capitalization of the special purpose entity is a loan to the special purpose entity secured by a 
obligation of the tenant. Little does not explicitly disclose when the obligation of the tenant is a 
triple-net absolute obligation. Galaty discloses when the obligation of the tenant is a triple-net 
absolute obligation (page 260, lines 1-9). Therefore, it would have been obvious to one having 
ordinary skill in the art at the time the invention was made to use a triple-net absolute obligation. 
One would have been motivated to use such as a step in order to minimize the risk of the 
business. 

Claim 9: Little and Galaty disclose the method of claim 8. Little also discloses 
wherein at least 3 % of capitalization for the special purpose entity is a loan participation by the 
landlord, as discussed above in claim 7. 

Claim 10: Little and Galaty disclose the method of claim 8. Little also discloses 
wherein at least 10% of capitalization for the special purpose entity is contributed by the landlord, 
as discussed above in claim 7. 

Claim 1 1 : Little and Galaty disclose the method of claim 8. However, the references 
does not explicitly disclose wherein a majority of the loan to the special purpose entity is suppHed 
by a party other than the landlord, and the landlord owns a participation in the loan made to the 
special purpose entity. Official notice is taken that the steps in which a majority of the loan to the 
special purpose entity is supplied by a party other than the landlord, and the landlord owns a 
participation in the loan made to the special purpose entity are old and well known within the 
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lease art. Therefore, it would have been obvious to one having ordinary skill in the art at the time 
the invention was made to use such steps. One would have been motivated to use such as a step in 
order to minimize the risk of the business. 

Claim 12: Little and Galaty disclose the method of claim 8. However, the references 
does not explicitly disclose wherein a building in which the space is located is encumbered by a 
mortgage; and further comprising the step of entry by the lender to the special purpose entity and 
a mortgagee of the mortgage into an inter-creditor agreement, each waiving any interest in the 
other's collateral. Official notice is taken that the steps in which the space is located is 
encumbered by a mortgage; and further comprising the step of entry by the lender to the special 
purpose entity and a mortgagee of the mortgage into an inter-creditor agreement, each waiving 
any interest in the other's collateral are old and well known within the lease art. Therefore, it 
would have been obvious to one having ordinary skill in the art at the time the invention was made 
to use such steps. One would have been motivated to use such as a step in order to minimize the 
risk of the business. 

Claim 37: Little discloses the method of claim 31, wherein at least about 80% of be 
capitalization of the special purpose entity is a loan to the special purpose entity, as discussed 
above in claim 7. However, Little does not explicitly disclose when the special purpose entity is 
secured by a triple-net absolute obligation of the tenant. Galaty discloses when the obligation of 
the tenant is a triple-net absolute obligation (page 260, lines 1-9). Therefore, it would have been 
obvious to one having ordinary skill in the art at the time the invention was made to use a 
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triple-net absolute obligation. One would have been motivated to use such as a step in order to 
minimize the risk of the business. 

Claim 38: Little and Galaty disclose the method of claim 37. However, Little does 
not explicitly disclose wherein at least 10% of capitalization for the special purpose entity is 
contributed by the landlord. Official notice is taken that this step is old and well known within the 
lease art. Therefore, it would have been obvious to one having ordinary skill in the art at the time 
the invention was made to use such as a step. One would have been motivated to use such as a 
step in order to minimize the risk of the special purpose entity. 

Claim 39: Little and Galaty disclose the method of claim 37. However, Little does 
not explicitly disclose wherein a majority of the loan to the special purpose entity is supplied by a 
party other than the landlord and tenant, and the landlord owns a participation in the loan made to 
the special purpose entity. Official notice is taken that this step is old and well known within the 
lease art. Therefore, it would have been obvious to one having ordinary skill in the art at the time 
the invention was made to use such as a step. One would have been motivated to use such as a 
step in order to minimize the risk of the special purpose entity. 

Claim 67: Little discloses the method of claim 66. Little and Galaty disclose wherein 
at least about 80% of the capitalization of the special purpose entity is a loan to the special 
purpose entity secured by a triple-net absolute obligation of the lessee, as discussed above in 
claim 8. 
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Claim 75: Little discloses the method of claim 74. Little and Galaty discloses 
wherein the building is divided for lease to multiple tenants, at least about 80% of the 
capitalization of the special purpose entity being a loan to the special purpose entity secured by a 
triple-net absolute obligation of the tenant, as discussed above in claim 8. 

Claim 76: Little and Galaty disclose the method of claim 75. Little also discloses 
wherein at least 3 % of capitalization forth a special purpose entity is a loan participation by the 
landlord, as discussed above in claim 7. 

Claim 77: Little and Galaty disclose the method of claim 75. However, the references 
does not explicitly disclose wherein a building in which the space is located is encumbered by a 
mortgage; and further the step of, entry by the lender to the special purpose entity and a 
mortgagee of the mortgage into an inter-creditor agreement, each waiving any interest in the 
others collateral. Official notice is taken that these steps are old and well known within the lease 
art. Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as steps. One would have been motivated to use such as steps in 
order to increase the system flexibility. 

Claim 78. Little and Galaty disclose the method of claim 74. However, the references 
does not explicitly disclose wherein financial statements of the special purpose entity are 
consolidated with financial statements of the landlord. Official notice is taken that this step is old 
and well known within the lease art. Therefore, it would have been obvious to one having 
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ordinary skill in the art at the time the invention was made to use such as a step. One would have 
been motivated to use such as a step in order to increase the system flexibility. 

Claim 79: Little and Galaty disclose the method of claim 78. However, the references 
not explicitly disclose wherein rent payments under the improvements lease are fully tax 
deductible to the tenant. Official notice is taken that this step is old and well known within the 
lease art. Therefore, it would have been obvious to one having ordinary skill in the art at the 
time the invention was made to use such as a step. One would have been motivated to use such 
as a step in order to increase the system flexibility. 

Claim 80: Little and Galaty disclose the method of claim 78. However, the references 
does not explicitly disclose wherein the improvements being financed by debt issued by the special 
purpose entity, the debt being non-recourse against the special purpose entity, the landlord and 
the improvements. Official notice is taken that this step is old and well known within the lease 
art. Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to increase the system flexibility. 

Claim 8 1 : Little and Galaty disclose the method of claim 80. Little and Galaty also 
discloses wherein the debt is secured by a triple-net absolute rent obligation of the tenant under a 
lease of the improvements, as discussed above in claim 8. 

Claim 82: Little and Galaty disclose the method of claim 78. However, the references 
does not explicitly disclose wherein the improvements have been constructed and are owned by 
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the landlord, the tenant or jointly by landlord and tenant; and the step of conveying or leasing the 
improvements to the special purpose entity before or concurrently with entry into the 
improvements lease. Official notice is taken that these steps are old and well known within the 
lease art. Therefore, it would have been obvious to one having ordinary skill in the art at the 
time the invention was made to use such as steps. One would have been motivated to use such as 
steps in order to increase the system flexibility. 

Claim 83: Little and Galaty disclose the method of claim 78. However, the references 
does not explicitly disclose wherein the improvements being financed by debt issued by the special 
purpose entity, the debt not being secured by a lien on the improvements. Official notice is taken 
that this step is old and well known within the lease art. Therefore, it would have been obvious 
to one having ordinary skill in the art at the time the invention was made to use such as a step. 
One would have been motivated to use such as a step in order to increase the system flexibility. 

Claim 84: Little and Galaty disclose the method of claim 74. However, the references 
does not explicitly disclose wherein the special purpose entity is a limited liabiHty company or 
limited partnership. Official notice is taken that this step is old and well known within the lease 
art. Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to increase the system flexibility. 

Claim 85: Little and Galaty disclose the method of claim 74. However, the references 
does not explicitly disclose wherein the special purpose entity is a grantor trust or business trust. 
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Official notice is taken that this step is old and well known within the lease art. Therefore, it 
would have been obvious to one having ordinary skill in the art at the time the invention was made 
to use such as a step. One would have been motivated to use such as a step in order to increase 
the system flexibility. 

Claim 86: Little and Galaty disclose the method of claim 74. However, the references 
does not explicitly disclose wherein the special purpose entity is a corporation. Official notice is 
taken that this step is old and well known within the lease art. Therefore, it would have been 
obvious to one having ordinary skill in the art at the time the invention was made to use such as a 
step. One would have been motivated to use such as a step in order to increase the system 
flexibility. 

Claim 87: Little and Galaty disclose the method of claim 74. However, the references 
does not explicitly disclose wherein the special purpose entity has no ownership interest in any 
real property that includes the space. Official notice is taken that this step is old and well knovm 
within the lease art. Therefore, it would have been obvious to one having ordinary skill in the art 
at the time the invention was made to use such as a step. One would have been motivated to use 
such as a step in order to increase the system flexibility. 

Claim 88: Little and Galaty disclose the method of claim 74. However, the references 
does not explicitly disclose wherein the improvements being off-balance-sheet for the tenant, 
financing for the improvements being related to the cost of funds of the tenant. Official notice is 
taken that this step is old and well known within the lease art. Therefore, it would have been 
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obvious to one having ordinary skill in the art at the time the invention was made to use such as a 
step. One would have been motivated to use such as a step in order to increase the system 
flexibiUty. 

Claim 89: Little and Galaty disclose the method of claim 74. However, the references 
does not exphcitly disclose wherein financing for the improvements is provided by an entity other 
than the tenant. Official notice is taken that this step is old and well known within the lease art. 
Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to increase the system flexibility. 

Claim 90: Little and Galaty disclose the method of claim 74. However, the references 
does not explicitly disclose wherein the tenant is the only tenant in a building in which the space is 
located. Official notice is taken that this step is old and well known within the lease art. 
Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to increase the system flexibility. 

Claim 91 : Little and Galaty disclose the method of claim 74. However, the references 
does not explicitly disclose wherein the space is one of a plurality of spaces of a building divided 
for lease to a plurality of tenants, and the tenant is one of the plurality of tenants. Official notice 
is taken that this step is old and well knovra within the lease art. Therefore, it would have been 
obvious to one having ordinary skill in the art at the time the invention was made to use such as a 
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step. One would have been motivated to use such as a step in order to increase the system 
flexibihty. 

Claim 92: Little and Galaty disclose the method of claim 74. However, the references 
does not explicitly disclose wherein upon an event of default under the improvements lease, the 
tenant is obligated to purchase the improvements from the special purpose entity for a stipulated 
amount. Official notice is taken that this step is old and well known within the lease art. 
Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to increase the system flexibility. 

7. Claims 28-30 and 53-55 are rejected under 35 U.S.C. 103(a) as being unpatentable over 
Weatherly et al. (U.S. Patent No. 6,049,784) (hereafter Weatheriy), in view of Nancy R. Little, 
What you need to know about financing with synthetic leases, Practical Real Estate Lawyer, vol. 
5, No. 2, pages 35-46, March 1999 (hereafter Little) 

Claim 28: Weatherly discloses a computer, programmed to solicit proposals from 
tenants for financing for tenant improvements to spaces leased by the respective tenants under 
respective space leases, and to solicit offers of financing from lenders to the tenants proposals, 
and notify the respective tenant and lender when an offer matches a proposai(Col. 1, lines 9-58, 
col. 3, 45-52, col. 3, line 66-col. 4, line 65, col. 5, line 60-col. 7, line 67, col.8. lines 1-12). 
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However, Weatherly does not disclose wherein each proposal offering terms for lease of 
tenant improvements to the corresponding space under an improvements lease distinct from the 
corresponding space lease, each improvements lease to be structured together with the 
corresponding space lease to support an accounting conclusion that the space lease and 
improvements lease are to be considered together as a single lease and classified as an operating 
lease. Little discloses improvements lease to be structured together with the corresponding space 
lease to support an accounting conclusion that the space lease and improvements lease are to be 
considered together as a single lease and classified as an operating lease (page 1, lines 28-51). 
Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to maximize the taxes deduction. 

Claim 29: Weatherly and Little disclose the computer of claim 28. However the 
references does not explicitly disclose being further programmed to soHcit offers of financing 
using an auction protocol. Official notice is taken that this step is old and well known within the 
lease art. Therefore, it would have been obvious to one having ordinary skill in the art at the time 
the invention was made to use such as a step. One would have been motivated to use such as a 
step in order to facilitate to numerous participants to make their offers. 

Claim 30: Weatherly and Little disclose the computer of claim 28. However the 
references does not exphcitly disclose being further programmed to store information on a 
plurality of tenant improvement loans closed between tenants and landlords, and to analyze the 
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information. Official notice is taken that this step is old and well known within the lease art. 
Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to increase the system flexibility. 

Claims 53: Weatherly discloses a computer, programmed to soUcit proposals from 
tenants for financing for tenant improvements to spaces leased by the respective tenants under 
respective space leases, each proposal offering terms for lease of tenant improvements to the 
corresponding space under an improvements lease distinct from the corresponding space lease 
(Col. 1, lines 9-58, col. 3, 45-52, col. 3, line 66-col. 4, line 65, col. 5, line 60-col. 7, line 67, col.8. 
lines 1-12). 

However, Weatherly does not disclose wherein each improvements lease is providing for 
lease of tenant improvements from a special purpose entity to the tenant, a landlord of be space 
being the owner of, or lessor of the tenant improvements to, the special purpose entity under tax 
accounting rules, financial statements of the special purpose entity to be consolidated with 
financial statements of the landlord, rent payments under the improvements lease to be ftiUy tax 
deductible to the tenant; and to solicit offers of financing from lenders to the tenants' proposals, 
and notify the respective tenant and lender when an offer matches a proposal (page 1, lines 24-52 
and page 6, lines 5-36). Little discloses considering together as a single lease and classified as an 
operating lease (page 1, lines 28-51). Therefore, it would have been obvious to one having 
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ordinary skill in the art at the time the invention was made to use such as steps. One would have 
been motivated to use such as steps in order to maximize the taxes deduction. 

Claim 54: Weatherly and Little disclose the computer of claim 53. However the 
references does not explicitly disclose being further programmed to solicit offers of financing 
using an auction protocol. Official notice is taken that this step is old and well known within the 
lease art. Therefore, it would have been obvious to one having ordinary skill in the art at the 
time the invention was made to use such as a step. One would have been motivated to use such 
as a step in order to increase the system flexibility. 

Claim 55: Weatherly and Little disclose the computer of claim 53. However the 
references does not explicitly disclose being fiirther progranmied to store information on a 
plurality of tenant improvement loans closed between tenants and landlords, and to analyze the 
information. Official notice is taken that this step is old and well known within the lease art. 
Therefore, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use such as a step. One would have been motivated to use such as a step 
in order to increase the system flexibility. 



Conclusion 
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8. 



The prior art made of record and not relied upon is considered pertinent to applicant's 



disclosure. 



9. 



Any inquiry concerning this communication or earlier communications from the examiner 



should be directed to Exr. Pedro R. Kanof whose telephone number is (703) 308-9552. The 
examiner can normally be reached on weekdays from 7:30 a.m. to 4:00 p.m. 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, Mr. Vincent Millin, can be reached on (703) 308-1065. The fax phone number for 
this Group is (703) 308-1396. 

Any inquiry of a general nature or relating to the status of this application or proceeding 
should be directed to the Group receptionist whose telephone number is (703) 305-3900. 
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